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I. Executive Summary

Public Act 146 of 2000, known as the Obsolete Property Rehabilitation Act, became
effective June 6, 2000. The Act provides an ad valorem property tax exemption for
commercial property and commercial housing property.

Only property in a qualified local governmental unit can qualify for a property tax
exemption certificate provided by the Obsolete Property Rehabilitation Act. As of
October 2003, there are 103 qualified local governmental units.

Investment in a rehabilitated facility is exempt from property taxes except for local
school operating millage and the State Education Tax for up to twelve years. The State
Treasurer may approve up to 25 certificates that exempt 50 percent of the school millages
for up to 6 years.

Since the inception of the program through January 2004, there have been 46 exemption
certificates statewide issued by the State Tax Commission. Detroit has the most
exemption certificates (18), followed by Saginaw (5) and Muskegon and Pontiac (4).

The Obsolete Property Rehabilitation Act provides benefits to private developers by
reducing their taxes, allowing these funds to be used for debt service and enabling a
project to move forward.

Local units benefit by having vacant buildings redeveloped that might have remained
unused if not for the property tax exemption. In some cases, office buildings may have
been unused for years. The property tax exemption is a tool that qualified local units can
use as an economic development incentive for private investment.

Costs include lost tax revenue that could be used to provide services for all taxpayers of a
local unit. As with all economic incentive programs, there is always a question of cost
and whether the investments would have occurred without the incentives.

The estimated statewide cost of the Obsolete Property Rehabilitation Act in CY 2005 is
$3.4 million, if the projects would have gone forth without the exemptions. The Detroit
projects would have generated $2.8 million. Saginaw and Pontiac would have generated
$0.1 million each. Muskegon exemptions would generate an estimated $0.03 million.



II. Overview

MCL 125.2795(2) provides that the Department of Treasury must compile a report on the costs
and benefits of the Obsolete Property Rehabilitation Act (OPRA) three years after enactment.
The following report lists the costs and benefits for the three local units that have used this
program the most as well as for Michigan.

The Obsolete Property Rehabilitation Act became law under Public Act 146 of 2000. Effective
June 6, 2000, OPRA provides an exemption from ad valorem property taxes for certain
commercial properties and commercial housing properties. These properties must be located in a
qualified local governmental unit.

For a property to qualify under OPRA, it must meet specific criteria. The property could be
considered blighted property, functionally obsolete or a facility where hazardous materials are of
concentrations in excess of mandated safety levels. The Appendix contains the OPRA Act along
with more detailed definitions of obsolete property contained in the act.

OPRA provides an exemption for a rehabilitated property including buildings and improvements
located on leased land. The exemption from ad valorem property taxes does not include the land
where the rehabilitated facility is located or for personal property other than buildings on leased
land.

A specific tax, the Obsolete Properties Tax, is levied on the owner of each rehabilitated facility
exempt under the act. A two-step process is used to determine the total Obsolete Properties Tax.
In the first step, the total nonhomestead mills levied in the local unit where the property is
located is multiplied by the frozen taxable value of the rehabilitated facility including the frozen
taxable value of buildings on leased land, but excluding the taxable value of the land and other
personal property.

Frozen taxable value is defined as the taxable value for the December 31 immediately preceding
the effective date of the Obsolete Property Rehabilitation Exemption Certificate for the property
involved.

For the second step, the millage total used is the amount levied by the local school district for
operating purposes for the current year plus the State Education Tax (SET). The value of the
property used for the second step is the current taxable value of the rehabilitated facility
including buildings on leased land but excluding the current taxable value of the land, the current
taxable value of other personal property and the frozen taxable value used in the final calculation
in step 1. Multiplying the millage rate (local school operating and SET mills) and the calculated
value in step 2 provides the tax amount for step 2. Adding the tax in step 1 and step 2 provides
the total amount of tax paid for the property. An example is provided in the Appendix.

Additionally, the State Treasurer may exclude from the Obsolete Properties Tax up to 50 percent
of the mills levied for local school operating purposes and for the SET for up to six years. A
millage reduction is allowed if the State Treasurer determines that reducing the millage is



necessary to reduce unemployment, promote economic growth, or increase capital investment in
a qualified local governmental unit. The exclusion cannot exceed six years and only 25
exclusions can be granted each year statewide.

Essentially, the Obsolete Properties Tax provides an exemption for the amount invested in the
rehabilitated facility from millage levied in a local unit except for local school operating millage
and the SET, and where a reduction of school millage may be approved by the State Treasurer.

In July 2000, State Tax Commission issued Bulletin 9 of 2000 (STC 2000-9) to explain the
administration of the Obsolete Property Rehabilitation Act. The bulletin provides greater detail
of the Act, how the tax is calculated and definitions that pertain to OPRA. In the Appendix,
there is a direct weblink, if the reader is interested in more information.

For a property to be eligible for a tax exemption, it must be located in a qualified governmental
unit. Section 2(k) provides the criteria that must be met to be considered a qualified local
governmental unit. Note that there are separate qualifications for cities, townships, and villages.
A list of qualified local governmental units as of January 2004 is provided in the Appendix.



III. Benefits and Costs

As of January 2004, there are 46 OPRA exemption certificates statewide. Detroit has the most
exemption certificates with 18, followed by Saginaw with 5 certificates and by Pontiac and
Muskegon with 4 certificates each (See Exhibit 1).

Exhibit 1
Detroit Leads State in Number of
OPRA Certificates Issued

46

18

Michigan Detroit Saginaw Muskegon Pontiac

According to the Michigan Economic Development Corporation, there are several benefits
associated with the Obsolete Property Rehabilitation Act. The Kales Building, located in the
City of Detroit, is a $15 million rehabilitation project that will convert a long-time empty office
building into an 85-unit residential project. The tax incentives from OPRA reduce the property
taxes from approximately $550,000 per year to $77,000 for the first six years, and $155,000 for
the next six years. The tax savings have two positive effects: 1) Allows for more private debt
financing to fund the project. 2) Improves the developer’s rate of return, making the project less
risky to undertake.

Another individual project is the Great Lakes Crossroads in the City of Saginaw. The $1.6
million project will result in office space and a new restaurant upon completion. Previously, the
blighted building had sat vacant for many years.



The tax savings from OPRA provide an incentive to redevelop buildings that otherwise may
remain blighted, contaminated or functionally obsolete buildings. By providing incentives to the
private sector to rehabilitate these buildings, the local unit of government is able to revitalize
older business districts. The rehabilitation of older buildings reduces the demand to develop on
greenfield sites. This reduces the pressure to build new roads or construct water and sewer lines
to service new developments.

The cost to state and local governments is the deferral of property tax revenue. As mentioned
previously, rehabilitated facilities pay a reduced millage on new investment. The new
investment millage rate is the 6-mill State Education Tax and local school operating tax.
However, the State Treasurer can provide an exemption of half the SET and half the local school
operating millage for up to 6 years. All ORPA exemption certificates have been granted the
reduction in the SET and local school operating millage thus far.

Exhibit 2 provides the nonhomestead millage rates for the local units that have been granted
OPRA exemption certificates. As Exhibit 2 shows, the 2003 nonhomestead millage rates vary
widely from 43.3 mills in Grand Rapids to 85.3 mills in Detroit. Please note that for 2003, the
SET was reduced by 1 mill to 5 mills in exchange for an earlier collection date for most
townships. Also shown in Exhibit 2, is the potential for tax savings provided by OPRA.

Exhibit 2
2003 Nonhomestead Millage Rates
for Local Units with OPRA Exemption Certificates

2003 2003 OPRA
Nonhomestead Millage Reduction
Local Unit Millage Rate on New Investment
Buena Vista Township 46.9264 35.4264
City of Albion 62.4144 50.9144
City of Bay City 63.7508 52.2508
City of Cadillac 58.0141 46.7391
City of Detroit 85.3025 73.8025
City of Grand Rapids 43.3405 31.8805
City of lonia 48.6211 37.2361
City of Jackson 54.7166 43.2166
City of Monroe 52.4646 40.9646
City of Muskegon 55.2348 43.7348
City of Owosso 52.0605 40.6955
City of Pontiac 51.8949 40.3949
City of Saginaw 50.4302 38.9302
City of Wyandotte 65.0226 53.5776

Source: Michigan Department of Treasury



Exemption certificates submitted to the State Tax Commission provide an estimated amount of
investment that will be undertaken to rehabilitate the blighted facility. If all the proposed
investment from OPRA certificates were made statewide, the estimated amount of deferred taxes
would be $8.8 million. Proposed investment statewide for all OPRA certificates issued thus far
is $248.4 million with Detroit responsible for $221.7 million (89.2 percent). The two Book-
Cadillac Hotel restoration project certificates represent $146.5 million of the estimated $221.7
million proposed Detroit investment. At this time, it is uncertain as to when the proposed
investment for these two certificates will take place. The statewide revenue loss would be $3.4
million excluding these two certificates.

Proposed investment in the other local units with higher usage of the OPRA program is more
modest. In Saginaw, estimated investment is $3.1 million for the 5 OPRA exemptions, while
Pontiac is $6.1 million with their 4 certificates. Muskegon proposed investment for its four
certificates is $1.3 million.

The estimated property tax loss for the local units is provided in Exhibit 3. The loss does not
include the Book-Cadillac project in Detroit. Detroit exemptions could decrease overall property
tax collections by $2.8 million, with Pontiac exemptions lowering property tax revenues by
$0.14 million and Saginaw exemptions decreasing property tax collections by $0.06 million.
Muskegon exemptions would lower property tax collections by $0.03 million. These estimates
assume that the proposed investments are completed by the end of 2004.

Exhibit 3
CY 2005 Revenue Impact by Local Unit
Millions
$2.8
$0.14
$0.06 0.03
— — °
Detroit Pontiac Saginaw Muskegon



Local units must weigh the loss of tax revenue against potential gains to determine whether the
OPRA program is an overall benefit. A key question is whether the investment would have
taken place without the OPRA tax incentives. Participation in OPRA has increased in each of
the three years the program has been in place. The development community is now taking
another look at property that has been contaminated, blighted or functionally obsolete. The
program is accomplishing its objective: making these parcels of property more conducive to
rehabilitation.



IV. Appendix

Qualified Local Units of Government

Adrian
Albion

Alma

Alpena

Ann Arbor
Bangor
Battle Creek
Bay City
Benton Harbor
Bessemer
Big Rapids
Bronson
Burton
Cadillac
Carson City
Caspian
Center Line
Cheboygan
Coldwater
Coleman
Crystal Falls
Dearborn
Dearborn Heights
Detroit
Dowagiac
East Lansing
Eastpointe
Ecorse
Escanaba
Ferndale
Flint

Gaastra
Gibralter
Gladstone
Grand Haven
Grand Rapids
Grayling
Hamtramck
Harbor Beach

CITIES

Harper Woods
Hart

Hartford
Hazel Park
Highland Park
Holland
Inkster

Ionia
Ironwood
Iron Mountain
Iron River
Ishpeming
Jackson
Kalamazoo
Lansing
Lincoln Park
Livonia
Ludington
Manistee
Manistique
Marquette
Melvindale
Menominee
Midland
Monroe

Mt. Clemens
Mt. Morris
Mt. Pleasant
Muskegon

Muskegon Heights

Norton Shores
Norway

Oak Park
Omer
Onaway
Owosso
Pinconning
Pontiac

Port Huron

Portage
River Rouge
Saginaw
Sault Ste. Marie
Southfield

St. Louis
Sturgis
Taylor

Three Rivers
Traverse City
Trenton
Vassar
Wakefield
Warren
Wayne
Wyandotte
Wyoming
Ypsilanti



Villages

Baldwin

TOWNSHIPS

Benton (Berrien)
Buena Vista (Saginaw)
Genesee (Genesee)
Mt. Morris (Genesee)
Redford (Wayne)
Royal Oak (Oakland)

State Tax Commission Bulletin 9 of 2000:

http://www.michigan.gov/treasury/1,1607,7-121-1751_2228 3538-7796--,00.html




Example of Tax Calculation

Specific Tax Levied on Exempt Obsolete Property
Step 1

Total Millage Rate for All Taxing Units: 53 mills

Frozen Taxable Value of Total Real and Personal Property (including buildings on leased
land): $150,000

Frozen Taxable Value of Buildings on Leased Land: $25,000

Frozen Taxable Value of Land: $20,000

Frozen Taxable Value of Other Personal Property: $20,000

Calculation:

Frozen Taxable Value of Total Real and Personal Property (including buildings on leased
land) minus Frozen Taxable Value of Land minus Frozen Taxable Value of Other
Personal Property multiplied by total millage rate.

$110,000 ($150,000 - $20,000 - $20,000)
x .053 (total millage rate)

$5,830 Step 1 Tax
Step 2:

Current Millage for Half of School Operating Purposes and State Education Tax: 12 mills
(assumes State Treasurer approves 50 percent reduction)

Current Taxable Value of Total and Real Personal Property of Rehabilitated Facility:
$200,000

Current Taxable Value of Buildings on Leased Land: $27,000

Current Taxable Value of Land: $21,000

Current Taxable Value of Other Personal Property: $22,000

Calculation:

Current Taxable Value of Total and Real Personal Property of Rehabilitated Facility
minus Current Taxable Value of Land minus Current Taxable Value of Other Personal
Property minus Frozen Taxable Value used in Step 1 multiplied by millage for local
school operating purposes and SET (may be reduced by half up to six years).

$ 47,000 ($200,000 - $21,000 - $22,000 - $110,000)
012 millage rate
$564 Step 2 Tax
Final Step:

Total Obsolete Properties Tax = Step 1 Tax ($5,830) + Step 2 Tax ($564) = $6,394
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V.  Obsolete Property Rehabilitation Act

OBSOLETE PROPERTY REHABILITATION ACT
Act 146 of 2000

AN ACT to provide for the establishment of obsolete property rehabilitation districts in certain local
governmental units; to provide for the exemption from certain taxes; to levy and collect a specific tax upon the
owners of certain facilities; to provide for the disposition of the tax; to provide for the obtaining and transferring of
an exemption certificate and to prescribe the contents of those certificates; to prescribe the powers and duties of
certain local government officials; and to provide penalties.

History: 2000, Act 146, Imd. Eff. June 6, 2000.

The People of the State of Michigan enact:

125.2781 Short title.
Sec. 1. This act shall be known and may be cited as the “obsolete property rehabilitation act”.
History: 2000, Act 146, Imd. EfF. June 6, 2000.

125.2782 Definitions.

Sec. 2. As used in this act:

(a) "Commercial housing property” means that portion of real property not occupied by an owner of that real
property that is classified as residential real property under section 34c of the general property tax act, 1893 PA
206, MCL 211.34¢, is a multiple-unit dwelling, or is a dwelling unit in a multiple-purpose structure, used for
residential purposes. Commercial housing property also includes a building or group of contiguous buildings
previously used for industrial purposes that will be converted to a multiple-unit dwelling or dwelling unit in a
multiple-purpose structure, used for residential purposes.

(b) “Commercial property” means land improvements classified by law for general ad valorem tax purposes as
real property including real property assessable as personal property pursuant to sections 8(d) and 14(6) of the
general property tax act, 1893 PA 206, MCL 211.8 and 211.14, the primary purpose and use of which is the
operation of a commercial business enterprise. Commercial property shall also include facilities related to a
commercial business enterprise under the same ownership at that location, including, but not limited to, office,
engineering, research and development, warehousing, parts distribution, retail sales, and other commercial
activities. Commercial property also includes a building or group of contiguous buildings previously used for
industrial purposes that will be converted to the operation of a commercial business enterprise or a multiple-unit
dwelling or a dwelling unit in a multiple-purpose structure, used for residential purposes. Commercial property does
not include any of the following:

() Land.

(if) Property of a public utility.

(¢) “Commission” means the state tax commission created by 1927 PA 360, MCL 209.101 to 209.107.

(d) “Department” means the department of treasury.

(e) “Facility”, except as otherwise provided in this act, means a building or group of contiguous buildings.

(f) “Functionally obsolete” means that term as defined in section 2 of the brownfield redevelopment financing
act, 1996 PA 381, MCL 125.2652.

(2) “Obsolete properties tax” means the specific tax levied under this act.

(h) “Obsolete property” means commercial property or commercial housing property, that is 1 or more of the
following:

(i) Blighted, as that term is defined in section 2 of the brownfield redevelopment financing act, 1996 PA 381,
MCL 125.2652.

(if) A facility as that term is defined under section 20101 of the natural resources and environmental protection
act, 1994 PA 451, MCL 324.20101.

(iif) Functionally obsolete.

(i) “Obsolete property rehabilitation district” means an area of a qualified local governmental unit established as
provided in section 3. Only those properties within the district meeting the definition of “obsolete property” are
eligible for an exemption certificate issued pursuant to section 6.

(j) “Obsolete property rehabilitation exemption certificate” or “certificate” means the certificate issued pursuant

Rendered 6/29/2004 9:56:15 AM Page 1 MCL Complele Through PA 158 of 2004
© 2004 Legislative Council, State of Michigan Courtesy of www.MichiganLegisiature. Org
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OBSOLETE PROPERTY REHABILITATION ACT

to section 6.

(k) “Qualified local governmental unit” means 1 or more of the following:

() A city with a median family income of 150% or less of the statewide median family income as reported in the
1990 federal decennial census that meets 1 or more of the following criteria:

(A) Contains or has within its borders an eligible distressed area as that term is defined in section 11(u)(i?) and (
iii) of the state housing development anfhority act of 1966, 1966 PA 346, MCL 125.1411.

(B) Is contiguous to a city with a population of 500,000 or more.

(C) Has a population of 10,000 or more that is located outside of an urbanized area as delineated by the United
States bureau of the census.

(D) Is the central city of a metropolitan area designated by the United States office of management and budget.

(E) Has a population of 100,000 or more that is located in a county with a population of 2,000,000 or more
according to the 1990 federal decennial census.

(if) A township with a median family income of 150% or less of the statewide median family income as reported
in the 1990 federal decennial census that meets 1 or more of the following criteria:

(A) Is contignous to a city with a population of 500,000 or more.

(B) All of the following:

(D) Contains or has within its borders an eligible distressed area as that term is defined in section 11(u)(i) of the
state housing development authority act of 1966, 1966 PA 346, MCL 125.1411.

(I) Has a population of 10,000 or more.

(ifi) A village with a population of 500 or more as reported in the 1990 federal decennial census located in an
area designated as a nural enterprise community before 1998 under title XTIT of the omnibus budget reconciliation
act of 1993, Public Law 103-66, 107 Stat. 416.

(iv) A city that meets all of the following criteria:

(A) Has a population of more than 20,000 or less than 5,000 and is located in a county with a population of
2,000,000 or more according to the 1990 federal decennial census.

{B) As of January i, 2000, has an overall increase in the state equaiized vaiuation of real and personai property of
less than 65% of the statewide average increase since 1972 as determined for the designation of eligible distressed
areas under section 11(u)(if)(B) of the state housing development authority act of 1966, 1966 PA 346, MCL
125.1411.

(}) “Rehabilitation” means changes to obsolete property other than replacement that are required to restore or
modify the property, together with all appurtenances, to an economically efficient condition. Rehabilitation includes
major renovation and modification including, but not necessarily limited to, the improvement of floor loads,
correction of deficient or excessive height, new or improved fixed building equipment, including heating,
ventilation, and lighting, reducing multistory facilities to 1 or 2 stories, improved structural support including
foundations, improved roof structure and cover, floor replacement, improved wall placement, improved exterior and
interior appearance of buildings, and other physical changes required to restore or change the obsolete property to
an economically efficient condition. Rehabilitation shall not mclude improvements aggregating less than 10% of the
true cash value of the property at commencement of the rehabilitation of the obsolete property.

(m) “Rehabilitated facility” means a commercial property or commercial housing property that has undergone
rehabilitation or is in the process of being rehabilitated, including rehabilitation that changes the intended use of the
building. A rehabilitated facility does not include property fhat is to be used as a professional sports stadium. A
rehabilitated facility does not include property that is to be used as a casino. As used in this subdivision, “casino”
means a casino or a parking lot, hotel, motel, or retail store owned or operated by a casino, an affiliate, or an
affiliated company, regulated by this state pursuant to the Michigan gaming control and revenue act, the Initiated
Law of 1996, MCL 432.201 to 432.226.

(n) “Taxable value” means the value determined under section 27a of the general property tax act, 1893 PA 206,
MCL 211.27a.

History: 2000, Act 146, Imd. EfF, June 6, 2000,

125.2783 Obsolete property rehabilitation districts; creation; conditions; filing written request;
notice and hearing; finding and determination.

Sec. 3. (1) A qualified local governmental unit, by resolution of its legislative body, may establish 1 or more
obsolete property rehabilitation districts that may consist of 1 or more parcels or tracts of land or a portion of a
parcel or tract of land, if at the time the resolution is adopted, the parcel or tract of land or portion of a parcel or
tract of land within the district is either of the following:

Rendered 6/29/2004 9:56:16 AM Page 2 MCL Complete Through PA 158 of 2004
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OBSOLETE PROPERTY REHABILITATION ACT

(a) Obsolete property in an area characterized by obsolete commercial property or commercial housing property.

(b) Commercial property that is obsolete property that was owned by a qualified local govemmental unit on the
effective date of this act, and subsequently conveyed to a private owner.

(2) The legislative body of a qualified local governmental unit may establish an obsolete property rehabilitation
district on its own initiative or upon a written request filed by fhe owner or owners of property comprising at least
50% of all taxable value of the property located within a proposed obsolete property rehabilitation district. The
written request must be filed with the clerk of the qualified local govermmental unit.

(3) Before adopting a resolution establishing an obsolete property rehabilitation district, the legislative body shall
give written notice by certified mail to the owners of all real property within the proposed obsolete property
rehabilitation district and shall afford an opportunity for a hearing on the establishment of the obsolete property
rehabilitation district at which any of those owners and any other resident or taxpayer of the qualified local
governmental unit may appear and be heard. The legislative body shall give public notice of the hearing not less
than 10 days or more than 30 days before the date of the hearing.

(4) The legislative body of the qualified local governmental unit, in its resolution establishing an obsolete
property rehabilitation district, shall set forth a finding and determination that the district meets the requirements set
forth in subsection (1).

History: 2000, Act 146, Imd. Eff. June &, 2000,

125.2784 Obsolete property rehabilitation exemption certificate; application; filing; contents;
hearing; determination of taxable value.

Sec. 4. (1) If an obsolete property rehabilitation district is established under section 3, the owner of obsolete
property may file an application for an obsolete property rehabilitation exemption certificate with the clerk of the
qualified local govemmental unit that established the obsolete property rehabilitation district. The application shall
be filed in the manner and form prescribed by the commission. The application shall contain or be accompanied by
a general description of the obsolete facility and a general description of the proposed use of the rehabilitated
facility, the general nature and extent of the rehabilitation to be undertaken, a descriptive list of the fixed building
equipment that will be a part of the rehabilitated facility, a time schedule for undertaking and completing the
rehabilitation of the facility, a statement of the economic advantages expected from the exemption, including the
number of jobs to be retained or created as a result of rehabilitating the facility, including expected construction
employment, and information relating to the requirements in section 8.

(2) Upon receipt of an application for an obsolete property rehabilitation exemption certificate, the clerk of the
qualified local governmental unit shall notify in writing the assessor of the local tax collecting unit in which the
obsolete facility is located, and the legislative body of each taxing unit that levies ad valorem property taxes in the
qualified local governmental unit in which the obsolete facility is located. Before acting upon the application, the
legislative body of the qualified local governmental unit shall hold a public hearing on the application and give
public notice to the applicant, the assessor, a representative of the affected taxing units, and the general public. The
hearing on each application shall be held separately from the hearing on the establishment of the obsolete property
rehabilitation district.

(3) Upon receipt of an application for an obsolete property rehabilitation exemption certificate for a facility
located on property that was owned by a qualified local governmental unit on the effective date of this act, and
subsequently conveyed to a private owner, the clerk of the qualified local governmental unit, in addition to the other
requirements of this section, shall request the assessor of the local tax collecting unit in which the facility is located
to determine the taxable value of the property. This determination shall be made prior to the hearing on the
application for an obsolete property rehabilitation exemption certificate held pursuant to subsection (2).

History: 2000, Act 146, Imd. Eff. June 6, 2000.

125.2785 Approval or disapproval of resolution; forward copies.

Sec. 5. The legislative body of the qualified local governmental unit, not more than 60 days after receipt of the
application by the clerk, shall by resolution either approve or disapprove the application for an obsolete property
rehabilitation exemption certificate in accordance with section 8 and the other provisions of this act. The clerk shall
retain the original of the application and resolution. If approved, the clerk shall forward a copy of the application
and resolution to the commission. If disapproved, the reasons shall be set forth in writing in the resolution, and the
clerk shall send, by certified mail, a copy of the resolution to the applicant and to the assessor. A resolution is not
effective unless approved by the commission as provided in section 6.

History: 2000, Act 146, Imd. EfF, Juns 6, 2000,

Rendered 6/29/2004 9:56:16 AM Page 3 MCL Complete Through PA 158 of 2004
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OBSOLETE PROPERTY REHABILITATION ACT

125.2786 Certificate; issuance; form; contents; effective date; filing; maintenance of record;
copy.

Sec. 6. (1) Not more than 60 days after receipt of a copy of the application and resclution adopted under section
5, the commission shall approve or disapprove the resolution.

(2) Following approval of the application by the legislative body of the qualified local governmental unit and the
commission, the commission shall issue to the applicant an obsolete property rehabilitation exemption certificate in
the form the commission determines, which shall contain all of the following:

(a) A legal description of the real property on which the obsolete facility is located.

(b) A statement that unless revoked as provided in fhis act the certificate shall remain in force for the period
stated in the certificate.

(c) A statement of the taxable value of the obsolete property, separately stated for real and personal property, for
the tax year immediately preceding the effective date of the certificate after deducting the taxable value of the land
and personal property other than personal property assessed pursuant to sections 8(d) and 14(6) of the general
property tax act, 1893 PA 206, MCL 211.8 and 211.14.

(d) A statement of the period of time anthorized by the legislative body of the qualified local governmental unit
within which the rehabilitation shall be completed.

(e) If the period of time authorized by the legislative body of the qualified local governmental unit pursuant to
subdivision (d) is less than 12 vears, the exemption certificate shall contain the factors, criteria, and objectives, as
determined by the resolution of the qualified local zovernmental unit, necessary for extending the peried of time, if
any.

(3) The effective date of the certificate is the December 31 immediately following the date of issuance of the
certificate.

(4) The commission shall file with the clerk of the qualified local governmental unit a copy of the cbsolete
property rehabilitation exemption certificate, and the commission shall maintain a record of all certificates filed.
The commission shall also send, by certified mail, a copy of the obsolete property rehabilitation exemption
certificate to the applicant and the assessor of the local tax collecting unit in which the obsolete property is located.

History: 2000, Act 146, Imd. Eff. Juns 6, 2000,

125.2787 lIssuance of certificate; tax exemption; time period; limitation; commencement;
extension; review.

Sec. 7. (1) A rehabilitated facility for which an obsclete property rehabilitation exemption certificate is in effect,
but not the land on which the rehabilitated facility is located, or personal property other than personal property
assessed pursuant to sections 8{d) and 14(8) of the general property tax act, 1893 PA 206, MCL 211.8 and 211.14,
for the period on and after the effective date of the certificate and continuing so long as the obsolete property
rehabilitation exemption certificate is in force, is exempt from ad valorem property taxes collected under the
general property tax act, 1893 PA 206, MCL 211.1 to 211.157.

(2) Unless earlier revoked as provided in section 12, an obsolete property rehabilitation exemption certificate
shall remain in force and effect for a period to be determined by the legislative body of the qualified local
governmental unit. The certificate may be issued for a period of at least 1 year, but not to exceed 12 years. If the
number of years determined is less than 12, the certificate may be subject to review by the legislative body of the
qualified local governmental unit and the certificate may be extended. The total amount of time determined for the
certificate including any extensions shall not exceed 12 years after the completion of the rehabilitated facility. The
certificate shall commence with its effective date and end on the December 31 immediately following the last day
of the number of years determined. The date of issuance of a certificate of occupancy, if required by appropriate
authority, shall be the date of completion of the rehabilitated facility.

(3) If the number of years determined by the legislative body of the qualified local governmental unit for the
period a certificate remains in force is less than 12 years, the review of the certificate for the purpose of determining
an extension shall be based upon factors, criteria, and objectives that shall be placed in writing, determined and
approved at the time the certificate is approved by resolution of the legislative body of the qualified local
governmental unit and sent, by certified mail, to the applicant, the assessor of the local tax collecting unit in which
the obsolete property is located, and the commission.

History: 2000, Act 146, Imd. Eff. Juna 6, 2000,

125.2788 Taxable value of property proposed to be exempt; limitation; separate finding;
statement; requirements for approval of application.
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Sec. 8. (1) If the taxable value of the property proposed to be exempt pursuant to an application under
consideration, considered together with the aggregate taxable value of property exempt under certificates previously
granted and currently in force under this act or under 1974 PA 198, MCL 207.551 to 207.572, exceeds 5% of the
taxable value of the qualified local governmental unit, the legislative body of the qualified local governmental unit
shall make a separate finding and shall include a statement in its resolution approving the application that exceeding
that amount shall not have the effect of substantially impeding the operation of the qualified local governmental
unit or impairing the financial soundness of an affected taxing unit.

(2) The legislative body of the qualified local governmental unit shall not approve an application for an obsolete
property exemption certificate unless the applicant complies with all of the following requirements:

(a) The commencement of the rehabilitation of the facility does not occur before the establishment of the obsolete
property rehabilitation district.

(b) The application relates to a rehabilitation program that when completed constitutes a rehabilitated facility
withn the meaning of this act and that shall be situated within an obsolete property rehabilitation district
established in a qualified local governmental unit eligible under this act to establish such a district.

{¢) Completion of the rehabilitated facility is calculated to, and will at the time of issuance of the certificate have
the reasonable likelihood to, increase commercial activity, create employment, retain employment, prevent a loss of
employment, revitalize urban areas, or increase the number of residents in the community in which the facility is
sifuated.

(d) The applicant states, in writing, that the rehabilitation of the facility would not be undertaken without the
applicant's receipt of the exemption certificate.

(e) The applicant is not delinquent in the payment of any taxes related to the facility.

History: 2000, Act 146, Imd. EfT. June 6, 2000,

125.2789 Value and taxable value of property; annual determination.

Sec. 9. The assessor of each qualified local govermnmental unit in which there is a rehabilitated facility with
respect to which 1 or more obsolete property rehabilitation exemption certificates have been issued and are in force
shall determine annually as of December 31 the value and taxable value, both for real and personal property, of
each rehabilitated facility separately, having the benefit of a certificate and upon receipt of notice of the filing of an
application for the issuance of a certificate, shall determine and furnish to the local legislative body the value and
the taxable value of the property to which the application pertains and other information as may be necessary to
permit the local legislative body to make the determinations required by section 8(2).

History: 2000, Act 146, Imd. Eff. June 6, 2000.

125.2790 Obsolete properties tax; amount; collection, disbursement, and assessment; payment;
copy of disbursement amount; form; property located in renaissance zone.

Sec. 10. (1) There is levied upon every owner of a rehabilitated facility to which an obsolete property
rehabilitation exemption certificate is issued a specific tax to be known as the obsolete properties tax.

(2) The amount of the obsolete properties tax, in each year, shall be determined by adding the results of both of
the following calculations:

(a) Multiplying the total mills levied as ad valorem taxes for that vear by all taxing units within which the
rehabilitated facility is located by the taxable value of the real and personal property of the obsolete property on the
December 31 immediately preceding the effective date of the obsolete property rehabilitation exemption certificate
after deducting the taxable valuation of the land and of personal property other than personal property assessed
pursuant to sections 8(d) and 14(6) of the general property tax act, 1893 PA 206, MCL 211.8 and 211.14, for the tax
year immediately preceding the effective date of the obsolete property rehabilitation exemption certificate.

(b) Multiplying the mills levied for school operating purposes for that year under the revised school code, 1976
PA 451, MCL 380.1 to 380.1852, and the state education tax act, 1993 PA 331, MCL 211.901 to 211.906, by the
taxable value of the real and personal property of the rehabilitated facility, after deducting all of the following:

() The taxable value of the land and of the personal property other than personal property assessed pursuant to
sections 8(d) and 14(8) of the general property tax act, 1893 PA 206, MCL 211.8 and 211.14.

(if) The taxable value used to calculate the tax under subdivision (a).

(3) The obsolete properties tax shall be collected, disbwrsed, and assessed in accordance with this act.

(4) The obsolete properties tax is an annual tax, payable at the same times, in the same installments, and to the
same officer or officers as taxes imposed under the general property tax act, 1893 PA 206, MCL 211.1 to 211.157,
are payable. Except as otherwise provided in this section, the officer or officers shall disburse the obsolete
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properties tax payments received by the officer or officers each year to and among this state, cities, school districts,
counties, and authorities, at the same times and in the same proportions as required by law for the disbursement of
taxes collected under the general property tax act, 1893 PA 206, MCL 211.1 to 211.157.

(5) For intermediate school districts receiving state aid under sections 56, 62, and 81 of the state school aid act of
1979, 1979 PA 94, MCL 388.1656, 388.1662, and 388.1681, of the amount of obsolete property tax that would
otherwise be disbursed to an intermediate school district, all or a portion, to be determined on the basis of the tax
rates being utilized to compute the amount of state aid, shall be paid to the state treasury to the credit of the state
school aid fund established by section 11 of article IX of the state constitution of 1963.

(6) The amount of obsolete property tax described in subsection (2)(a) that would otherwise be disbursed to a
local school district for school operating purposes, and all of the amount described in subsection (2)(b), shall be
paid instead to the state treasury and credited to the state school aid fund established by section 11 of article IX of
the state constitution of 1963.

(7) The officer or officers shall send a copy of the amount of disbursement made to each unit under this section to
the commission on a form provided by the commission.

(8) A rehabilitated facility located in a renaissance zone under the Michigan renaissance zone act, 1996 PA 376,
MCL 125.2681 to 125.2696, is exempt from the obsolete properties tax levied under this act to the extent and for
the duration provided pursuant to the Michigan renaissance zone act, 1996 PA 376, MCL 125.2681 to 125.2696,
except for that portion of the obsolete properties tax atiributable to a tax described in section 7ff(2) of the general
property tax act, 1893 PA 206, MCL 211.7ff. The obsolete properties tax calculated under this subsection shall be
disbursed proportionately to the taxing unit or units that levied the tax described in section 7f(2) of the general
property tax act, 1893 PA 206, MCL 211.7ff.

History: 2000, Act 146, Imd. Eff, Juns 6, 2000,

125.2791 Lien; proceedings.

Sec. 11. The amount of the tax applicable to real property, until paid, is a lien upon the real property te which the
certificate is applicable. Proceedings upon the lien as provided by law for the foreclosure in the circuit court of
mortgage liens upon real property may commence only upon the filing by the appropriate collecting officer of a
certificate of nonpayment of the obsolete properties tax applicable to real property, together with an affidavit of
proof of service of the certificate of nonpayment upon the owner of the facility by certified mail, with the register of
deeds of the county in which the property is situated.

History: 2000, Act 146, Imd. EfT. June 6, 2000,

125.2792 Revocation of certificate; findings.

Sec. 12. The legislative body of the qualified local governmental unit may, by resolution, revoke the obsolete
property rehabilitation exemption certificate of a facility if it finds that the completion of rehabilitation of the
facility has not occurred within the time authorized by the legislative body in the exemption certificate or a duly
authorized extension of that time, or that the holder of the obsolete property exemption certificate has not proceeded
in good faith with the operation of the rehabilitated facility in a manner consistent with the purposes of this act and
in the absence of circumstances that are beyond the control of the holder of the exemption certificate.

History: 2000, Act 146, Imd. Eff. June 6, 2000,

125.2793 Transfer and assignment of certificate.

Sec. 13. An obsolete property rehabilitation exemption certificate may be transferred and assigned by the holder
of the certificate to a new owner of the rehabilitated facility if the qualified local governmental unit approves the
transfer after application by the new owner.

History: 2000, Act 146, Imd. EfF. June 6, 2000,

125.2794 Report to commission.

Sec. 14. Not later than October 15 each year, each qualified local governmental unit granting an obsolete
property rehabilitation exemption shall report to the commission on the status of each exemption. The report must
include the current value of the property to which the exemption pertains, the value on which the obsolete property
rehabilitation tax is based, a current estimate of the number of jobs retained or created by the exemption, and a
current estimate of the number of new residents occupying commercial housing property units covered by the
exemption.

History: 2000, Act 146, Imd. Eff. June 6, 2000.
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125.2795 Report to legislative committees.

Sec. 15. (1) The department annually shall prepare and submit to the committees of the house of representatives
and senate responsible for tax policy and economic development issues a report on the utilization of obsolete
property rehabilitation districts, based on the information filed with the commission.

(2) After this act has been in effect for 3 years, the department shall prepare and submit to the committees of the
house of representatives and senate responsible for tax policy and economic development issues an economic
analysis of the costs and benefits of this act in the 3 qualified local governmental units in which it has been most
heavily utilized.

History: 2000, Act 146, Imd. EfF. June 6, 2000.

125.2796 Exemption after December 31, 2010.

Sec. 16. A new exemption shall not be granted under this act after December 31, 2010, but an exemption then in
effect shall continue until the expiration of the exemption certificate.

History: 2000, Act 146, Imd. EfF. June 6, 2000.

125.2797 Exclusions; limitation.

Sec. 17. (1) Within 60 days after the granting of an obsolete property rehabilitation exemption certificate under
section 6 for a rehabilitated facility, the state treasurer may, for a period not to exceed 6 vears, exclude up to 1/2 of
the number of mills levied for school operating purposes under the revised school code, 1976 PA 451, MCL 380.1
to 380.1852, and under the state education tax act, 1993 PA 331, MCL 211.901 to 211.906, from the specific tax
calculation on the facility under section 10(2)(b) if the state treasurer determines that reducing the number of mills
used to caloulate the specific tax under section 10(2)(b) is necessary to reduce unemployment, promote economic
growth, and increase capital investment in qualified local governmental units.

(2) The state treasurer shall not grant more than 25 exclusions under this section each vear.

History: 2000, Act 146, Imd. Eff. June 6, 2000,
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